Internal Revenue Service Department O0f The Treasury
Bistrict Director

Persen To Contact! NN
Teiephore: NN
tefer Response To! NN

CERTIFIED HAIL NOV 2813890

bear Apslicant’

.....

We have considered vour appl
ection S0ti{ei{3) of the Internal Revenuve Code.

Federal income tavw under ¢

Yeu were incorporated on NN vnder the laws cof the State

<f I #Article Seveuth of your Articles of Incorporation pruvides

for the distribution of your assets at the time of the dissolution of your
affairs or the abandonsent of vour sctivities. This articles states that
vour remgining assets shall he “distributed, iransferredr conveved:s
delivered and paid cver t5 anv other cheritable organization of this or

any other Staztey asznciated with or conpzcted with the corporation to which
the groperty previously helonged.'

ieation for recoanition os exeamtion frea
]
v a

Your zctivities are primarily to provide pastoral counsrling to individualss
couples» and families, fees will be charged for the counceling services
rendered on a sliding-scale hasis. The usual rate for such fees will be S
ger hourr which will be reducsd for low-income or indigent clients. Your
receipts will be derived primarily froa fees charaged for counseling
services. Your expenditures will relate primarily to compensation: rent:r and
telephone services.,

Your incorporator, [N h:s desiansted himselfs his wifer and his

con to serve as your officers and directors, Your iacovporator is 2
certified counselory and has worked in 3nd directed ¢ pastoral counceling
center for several years. The counseling services that veu uwill offer will
initially be performed by your incorporatory with additiwnal counselors

to be added during the following five years. You will cospensate vour
incorporator for his services as an officer and for his counseling services.




411 compensaticn paid te your incorporsior and to counselors hired in the
future will be determined by your inzorporator after consulting with his
tamrilys who he 2ppointed to serve ac your board of directors.

Secticn 301(c)(3} of the Code providass in parts for the recegnition of
exerption of organizations that are organized aad operatled exclusively
for religioussy charitables or educational purposess no pact of the net
earnings of swhich inures to the benefit of any private shireholder or

individval.

Section 1.501(33-1(c) of the Income Tax Regqulatione defines the words
*private sharehclder or individual®' 23s re’«-in1 to persons having 2
persgnal and private interest in the orgav:iition's activities.

Section 1.501(e2(3)~1(3)(1} of the Regulations provides that to be exenst
2s an ordanization described in Code section 501(c)(3}, an organization
aust be organized and cperated excluvsively ?for one or more of the purpasec
cpecified in this section. If an crganization fails to meet either the
praanizational test or the operational test: it is not exempi,

Section 1.301(c){3)-1(b)(4) of the Regulations provides that an
organization is not organized exclusively for one or nore exeapl purwcses
unless its assets 2re gdedicatied to an exespl purposes. An organization's
zssets will be considered dedicated to an exeapt purpose ifr upon
dissolutiony such assets woulds by reason of 2 provision in the
¢rganization's articles or by operation of laws be distributed for one

4t more exemps purposess or to the Federal governaents or to a3 State o
local government for 3 public purposes or would be distributed by a court
tc anoiher organization to be used in such manner 3s in the judgesent of
the court will best sccomplish the general purposes for which the dissolved
organizaticss wss orqanized,

Section 1.501(cr(3)-1(c) (1) of the Regulations provides that an
organization will be regarded as "operated exclusively' for one cr more
exespt purrases only if it engages primarily in asctivities which accomplish
orne or nore of the purposes specified in Code section 501(c)(3). An
organizatior will not be so regarded if more than an insubstantial part

of its activities is not in furtherance of /n exewpt purpose.

Section £.501(c(3)-1{ci(2) of the Regulations provides that an
organization s not aperated exclusively for ane or wore exespt purposes
if its netl earninues inure in whole or in part Vo the benefit of private
shareholders or individuals.,




Secticn 1.,501(¢e){32-1{d)(1}{ii) of the Reaulations provides that ar
organization i3 not organized or apetrated exclusively for one or more of
the purposes specified within Code secticn 301(c)(3) unless it serves &
public raiher than & private interest. It is therefore necessary for an
orgqznization to establish that it i¢ not orasnized or operzted for the
benefit of private interests suvch as deciqnated individualss the createce
of the organization: or the fasily cf the orgenization's creator.

Revenue Ruling 69-266y 1969-1 C.B,» page 151, describes zn organization
“hal was forsed and controlled by a docter of medicine. The orgcnizstion
'hired' the docter to conduct "research sroarams®y which consisted of the
doctor examining and treating patients. Prevailing fees for the services
rendered were charged by the orgaanization. In relurn for the doctor’s
servicesy the organization comnpensated the doctor with a salarys vacation
pension piany health and life insurancer and 'scholarships® for his
children. The organization’'s operatiions did not differ siagnificantlv

fros the private praciice of medicine for rrofit and served the privaie
interest of its creator rather than 3 public interest. It was therefore
held that the organizat on was not exespt under Code csecticn S501{c)(3) due
to it beinq operated bv its creator as an 2tteept to redvce his personal
Federal income tax liability.

The relationship criteria specified within the dissclution zrovision of
article Seventh of your Articles of Incorporation doee noi meei the
oraanizational test of Code cecticn 3501(c)(3) because il has the care
effect as naming @ beneficiary., If no orsanizalion exists at the tiwme

of disselution that is both a qualified charity and is *in some way
acsociated with or connected with® the disselving organizationrs the eoffect
is to void the dissolvtion clavse, The dissoclving organization nust
therefore nase @ beneficiary to distribute ite assets to that will be
either 3 qualified charitable organization or an unqualifi=d associate
organization., This is not 3 dedication of assetc that meats ihe 'orsanizeg
exclusively® provisions within Requlations section 1.501(c)(3)-1(b) (%),
You therefore do not weet the orqanizational test of Code section

561¢e) (3,

In addition to your not meeting the crganizational test requirements of
Code section 301(c)(3)y the facts and circucstances indicate that vour net
earnings inure to the benefit of vour incorporator. HNNNEEEEEE. This s so
due to the lack of am ara's length iranmsection between you and vour
incorporator in deteraining the commencation paid to your incorporator. All
compensation paid by you will be detersined by your incorporator and hic

fanily vho he appointed as your directors.,




Your operations sre alsc simiiar o those of the organization described
within the above revenue rul’ng. This is so due to counseling being 2
service that is coamercizlly offercd on 3 fee-paid basice. Your
prganizatien's 'hiring® of your incorporator to perfora services as an
officer and 3s 3 counselor is not significantly different fros the hiring
practiices of an organization engaged in the enterprise of offering
counselina services to the public on 3 coemercigl bacis.

As 3 rec 1t o? your netl earnings irvring to the bepefit af yeur incorporater
and vou operztions being identical to those of an organiczation that offers
counzeling services on a ccamercia2l basisy yoo are not operated exclusively
within the meaning of any of the purposes specified within Code section
501(c)(3). You therefore du no¢ meetl the operational test of Code sectign
301} (3,

Pecause vou do not seet bath the zryanizational and operational tests
required uvnder Cone secticn 30i(c?73)y you do not qualify faor erewption

fror Federal income taex under that Code section. In accordanca with ithis
detervinationy you 2re 2 taxable entity 2nd are required t2 T1le Federzl
income tax returns on Fers 1120, If you 40 not accept our findings, we
recomeend thst vou request 2 conference with 3 meaber eof our Rejicnal Dffice
of Appeals. Your request for 3 cenference should include a written agppeal
qiving the factsy laws and 2ny other informziion to support your position ac
explained ir the enclosed Publication B2, You will be contacted to arrange
a2 date for 3 conference, The conference sav be held at the Regional Office
grs i? wev reguesty at any mviually convenient District Office. If ue do not
near from vou w.thin 3/ days from the date of this letter» this
determination wii: becoae final and a cery of this letter will be sent to
the appropriate State officizls in accordance with section &1048(2) of the

Code.

If vou do not protest this proposed deteraination under Code section
501(c)(3) in 2 tiaelv manners i%{ will be considered by the Internal Revenue
Service a5 3 failure to exhaust available zdministrative remedies. Section
7328(b)(2) of the Code statess, in party that *A declaratory judgemert or
decree under this section shall not be issved in any proceeding wnless

the Tax Courtr the Clains Courty or the district court of the United Statec




fer the District of Colum2ia “etersines that the organiTaticn 1-volvers

h3zs exhevsed adainistrative teered:es ava:latle o 1t within the Irter-j3l
Ravenue . evvice'.
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